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Relevant Statute: 1-US..173___

internal Reports Checked. Senator Bentsen 19715 0ipo t 6,0

rederal Agencies Checked.-______

SUMMIARY OF ALLEGATION

The articles state that a campaign aide to Senator Bentsen

Nsolicited contributions from a representative of a "Mediterranean

Country",_thereby violating 18 U.S.C. S613, which prohibi ts the

solicitation of contributions from foreign nationals..

PRELIMINARY LEGAL ANALYSIS

The articles fail to allege any facts substantiating the

vague allegation against Senator Bentsen. Absent such facts,

there is no basis for further investigation.

*MU RE*--1.--CORWIN

Close the file.

)i eof Nc!XU 1.Colpnmli; sion Revicw:
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MEMORANDUM

COMMISSIONERS.

LAN POTTER# /

OCTOBER 8, 1975

FEDERL EcrLCIN~~
OFFICIAL FILE OP

OFFICE OF SNRI~UE

ATTACHED REVISED VERSION OF BENTSEN AUDIT REPORT
(FORE EXCUIVE SESSION)

Attached is a revised version of the auditors' report on the Bentsen,
Committee, which has been done over in accordance with the new proposed
regulation and interim guideline adopted September 30. It reflects the

- fact that the auditors have appli.ed, in this case, the sim-3lified procedures
for determininlg eligibility whi--h 'were described-to you in Commission
Memorandum 103, and on this basis, the revised report concludes that the
Bentsen Coz=-.i:tee hsmet the criteria f-;or eligibility.

C With respect to subsequent computation of matching payments, the
memorandum addresses itself to alternative procedures which might be
used depending upon w-hich three alternative plans for computing exceptions

e is finally adopted at the conclusion of the comment period on the pending
regulation. These alternative procedures pose several policy considerations

N for the Commission to consider and I am merely proposing at this time
that you may wish to begin a discussion of them, but there is no need tor. reach a final determination, of course, until the regulation is finally
adopted.

In view of the Commission's determination last week not to make
results of these audits public at this time, it appears that we must
limit this discussion to the Executive portion of the Agenda.

TO:

FROM:

DATE:

SUBJECT:

I
I
I

FEDERAL; ELECTION -COMM ISSION
1325 K STRtET N.W,
WASHINGTON VEC. 20463
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1WT'SEl IN '76 CO"~ii t TTI 0 '*

Thsreport 'eAr U

Chi aor 'n a'it Ulrtake by. tr
IivestigAticon D:ivision of t he" 1c d cval iElection Com~, 6

destermine whether there hias be~en coapliance .with the
of. the Faderal Election Cai-ipaign Act, as amended,('h Act)U
The audit Was aleo coadl'ctord to enai~1.e thle Co~lpiisn to t~iekfy"'
whiether the c:andidate has m~et the thros~hhoid re,11OPn
publtic funding, and to doLcril.nc th2 total ; auu i i' nrd s wdd
appear to qual]ify for ititching pn'y;.on1ts under thGe plj l tvsois, of
Cthaptcr 96 of the Tinternal Revenue Code.

Thie audit was conductrd pursua.nt to Sect ion 4 38<n)(3) of the
Acj and Chapter 96 Section 9033 of Lhe Tnternat Rove * fue Code,. WhIchCI directs the Co.mission to niake audits and Mild I nv16tiginswt

__ respect to reports ai'id stateinents filed under the Act.

T:.ia .3Untsen in '76 Con-u-itteeD w~ith headquarters in Auqtin,
Te xas, -;:s futrmod, to svia).ort and ProfrOtc the (1; odifdacy of
Sion-tor fl,)yd "t. Dufta .or niinaL loft to the Office of Presidenit
of t~ u':jSLates, .a~.a inae~yI>~s hgs principalcar~ ~ ~ -0-e 0' ~ i~Ofcr f the Corl'itIrce at h ieo
our <it u. :Mr. ' iJn? ane, (bip.aand Mfr. 'Sbannon

11. ti~ff,7 :asurer.

The :<i covcrtif t,'e period froii Jawmmary 1, 1.975 tlbroughi
Jino 30,V 5 hectf at o h July .10, 1975 roeport. Thle

coniteere ccdail CjCff? ihb~nca of $t'52,95.65, receipts

II. Findings arid Conclusions

A. Qualification for Matching Payment

The review of financial reports filed with the Federal Election
Commission by the Bentsen in '76 Committee and the audit-of the
committee's books and records indicate that, in our opinion, the
candidate has met the criteria required for eligibility for matching payments
under the provisions of Section 9037(a)of Chapter 96 of the Internal Revenue
Code.

This opinion is predicated upon the Coimnission' s interim adoption
on September 30, 1975 of Section 100.7(d) I of the proposed Regulations.
(In this instance, there was no indication that the Bentsen in '76
Committee had offered nny items of significant and enduring value in
return for a payment to the committee).

As of June 30, the conumittee also was in receipt of $331,541.00
in contributions whichi, in our opinion , are qualified for matching
payment of public funds under the provisions of Section 9037(a) of
the CodQ. That total, and the amount of contributions received in
each of 20 states as of June 30, .1975, is shown in the following table:



State.

Arkanisas
CadI _fo Vnt1a
Colorado
Coor gi-A

Kansas
Louilsiana.
Miaryland
Mt. c h i g a n
I. i s i !-S i pp i
Mlissouri
Ne~w .Jersey

Now York
Okclahoma
Tenness;ee
T 2 -xa s
Vi ,t: 1vna

~O2!SD.C.

~BY S'VAT17 1,0 1 Tlt.E' )31,'1?11ES

Co 111ni tte e Recrds

q7 s 7 17 .00
17, 797- .00,
6$820.00
6,1.811.00,
72,631.00
7,554.00-

10,1.57600
6,675.00
79341.00
69225.-00
6)093.00
5,0.1 L8.-00
791l17.00

13,542.00
9,134.00
6,530.00

235 ,560 .00
9,~63200
i1- 52. 00

3 2 .0 0

Cc 7 .-

7 '996 0

7,657. 00
6, 675.00
6, 388. 00
60225.00

9,038.00:.

9,134.-00
6,-495.000

,183s831.00
7, 782.000.
17 200 .00

6,561.00

L iit .>~A2[2*ro.s W10iolts,, rounded to 0he

B. Quali.-ication for Matching Payment under Alternative Formulations.

The Bentsen in '76 Committee maintained no records which would permit
either the coimittee or the Commission's auditors to deter-mine, what costs were
associated with any given fund raising event. In addition, the committee did
not identify which contributions came as the result of purchases of tickets
to fund raising events.

With the publishing of the proposed Regulation as an Interim Guideline
however, it is now possible to make an evaluation of the total amounts of
palyments to the committee which might be excluded for matching purposes under
the alternative provisions of the guideline (alternative formulation 11 and III
of the September 30 narrative). This evaluation would require the Bentsen
Committee, and other candidate committees in like curcumstances, to submit to
the Commission only those contributions which constitute actual gifts of money,
as opposed to payments for items of intrinsic value or for the cost of benefits
conferred at fund raising events.

C
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To facilitatea the -verification prcsthe Coi m~1o
conside r ccepting an affidavit from the committee Atating tbat. th
contributions presented for matching payment do constitute only 100
of money, less any other payment where the payee has reeeived I cj.
value in retuirn for the payment. The affidavit might thenbe C
on its face, with the stipulation that such an affidavit, is ac dt
subject to later audit to verify the accuracy of the affidavit.

In considering this proposal, the Commission should be aware that the
submission of an affidavit in this instance is a non-standard auditing
procedure which is not a generally accepted accounting practice. A :s a.
practical matter, however, the Commission may decide that the beneie~t
of using a technique which permits rapid analysis and verif icat~ion of
a committee's financial transactions outweighVM~feJM . z MNI 1dard

OFFICIAL FILE -COPY
C. Committee Ac~ounting ProcedureOFIfU ERACVNL

The analysis of the com~ittee's records show that the commi~e
had no system of accounting for expenditures by state, and consequently,
had no wa-y of determinin- whether expenditures made in a given state
were approaching the expen--di1t,_re limitations for th1-at state.

W E! would recommend :'-at i Commission authorize the staff to raise
this =:z t e --- wI-the ccitee:rd assi1st them in developing a system
whereby the noate ay lbe certain that it is in voluntary compliance
with the a-3rocpriate ex-enditure limitations imposed by the Act.

We rec.ommend1 that the= Commission consider the following proposals
and their alternative with a view towards adopting those which might
best assist the Bentsen and other committees complying with the
provisions of the Act:

A. Qualification for Matching Payment

The Commission may choose to advise the Bentsen in '76 Committee
that the candidate has met the threshold requirements for eligibility
for matching payments, and/or that a total of $331,541 was verified by
the Coinmsssion Staff as meeting the matching payment criteria as of June
30. The Commission -may also wish to authorize the staff to discuss with
Comm11ittee Representatives those transactions which were excepted
by the staff during the initial review with a view towards obtaining more
information on the identify of the contributors. If those steps were
successful, some or all of the exceptions might then be viewed as meeting
the matching criteria. If the Commission Staff and Committee Officials
are unable to agree on cert.-,,n transactions, the Commission might also wish
to establish a procedure whereby the Committee might appeal the matter
directly to the Commission.

K



fl.Qulfcation for M~Atching:;Paen unde r Alternatv F~

If he onuisson wihsto de termine threshold liitt 0 )jcandidates under paragraphs 130.7(d)II and/or III of the September. 3 JGuideline, the Commission may wish to:

(a). Advise the committees concerned that the comndtes.an obligation to reconstruct their records s0 as to identify the. conributland expenditures associated with fund 'raising events occurring before MAais28, 1975 (the date of issue of a previous Guideline on the subject);

Mb. Or, advise the committees that, for transactions occuriftbefore August 28, 1975, the committees may certify that fund raisitexpenditures did not exceed 20% of the total number of contributiottsreceived in a state, except as otherwise noted. (In this case, commaitteescould raise $6,000 in each of 20 states and,.if fund raising expenditiresdid not exceed 20% of ,the amount raised, so certify to the Commission);

(c). Or, the Commission might select any of a numbe r of ways-inwhich expenditures involved in fund raising might be deducted fromcontributions maade in excess of the matchable $250 limit;

(di). Or, the Cao- 4 ssion might choose to -view all contributionsmade before Au.-ust 28 as b ain;- Cul.-ly matchable;

(e). Or, the G'D.-iss-'onz. might choose to ,.iew all contributionse made before Auut28 as 'being fully matchable less somne percentage
* deduction z:ayde as an apprcximation of the fund raising costs involved.

Whatever decision the Commission might make in this case, andassuming that the Commissi-n. chooses to select either Section 130.7N II or IIl the alternative,, it is imperative that one of the alternatives
N above, or any method the Conn.ission uses, be selected at an early date sothat the Comimission staff can apply that criteriun to the committee'sfinancial, records in order to make the appropriate cerif ication (s)

C. Committee Accounting Procedures

With regard to the absence of any committee procedures for determiningthe total amount spent in any state which may be chargeable against the18 U.S.C. 608 expenditure limitations, the Commission might consider:

(a). Directing the staff to informally assist the committee inestablishing such procedures;

(b). Directing the Committ ee to establish such procedures;

(c). Consider using the proposed reporting forms as a controldevice which will permit the coruittee to comply voluntarily with
the Act.

I
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(b). Given the Commission's policy of making all poss ileCommission activity open to the public, and since this -report- d eals withthe'%proposed use of public funds, we recommend that this report be madeavailable for public Inspection at a time deemed appropriate by.-the
Commission.

om 
,-

POAhr Reconwinat$ ~ ~ Ecl~
As a result of the expekjence gained during thjis- jjj

recoumend, that the Com"miss ion c nO der appro1 $ftefU~4

() Werecommend t'halt the auditors be permitte a
statistical Sampling for purposes of Preparing aPProp rina wkp'
Uof uch arte divice would in no way interfere with thne: 100% v~iz7

of achwritenintrument Presented for matching paymaent, b u l
Permit the auditors to verify this inspection poesi hi ~
records. rcuinte

N

N



BENTSEN FUND-RAISERS FLOUT CAMPAIGN LAW. Dem Presidential hopeful 'Lloyd--'
Bentsen esp~oused the cause of a certain Mediterranean country in zecent' koy -4'*", de
bates. His position seemed to be based on his own convictions. Then, acmag
staff fund-raiser called a representative of that country, cited.Bentsen!'s efforts
and asked for a campaign contribution in return. He said he had been told to call
by two higher-ups on the Bentsen staff who had served in previous Democratic
administratibons. The idea of a quid pro quo may seem bad enough, but soliciting
funds from foreign nationals is a violation of Federal law subject to a $25,000

f~fine and as much as 5 years in jail. The representative of the foreign goverzumen
was stunned by the request and warned Bentsen's man off the attempt. Given
Bentsen's prodigious ability to raise campaign funds, this case raises questions
about other sources of his support.

~.
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